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April 28, 1997

Commissioner Susan Ness
Federal Communications Commission
1919 M St. NW Room 802
Washington, DC 20554

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262

Dear Chairman;

We understand that the FCC is considering a proposal to increase the
business line Subscriber Line Charge and to impose a new charge,
reportedly called FERO, of at least $4.50 per line per month to support
extending new telecommunications capabilities to schools, libraries and
rural health care facilities. At the same time that it is considering imposing
these new costs on American businesses, we are told that the Commission
will not take the long overdue step of bringing rates closer to the true
economic cost of local access services.

I urge you not to adopt the foregoing proposals which would. in effect.
impose a new tax on American businesses. regardless of whether it is
characterized as a "rate balancing" or "modification of rate structures".
With all due respect, we believe that the imposition of such nationwide
educational and health care initiatives should be considered on a
comprehensive basis by all interested authorities, not just as a
telecommunications matter by the FCC.

The time has corne for the Commission to reform its rules governing access
charges, which are more than $3 billion a year higher that they should be.
All consumers, businesses as well as residential, deserve protection from
excessive monopoly prices. The Administration's social policy agenda
should be addressed in other ways and not get in the way of these
reforms.
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Joyce ordon
Communications Administrator
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The Salk Institute for Biological Studies

Commissioner Susan Ness
Federal Communications Commission
1919 M St. NW Room 814
Washington, DC 20544

Re: Ex parte in CC Docket Nos. 96-45 and 96-262

Dear Commissioner Ness:

April 28, 1997 MA}/ 6 1997
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I understand that the FCC is considering a proposal to increase the business line Subscriber Line
Charge and to impose a new charge, reportedly called a FERO, of at least $4.50 per line per month to
support extending new telecommunications capabilities to schools, libraries and rural health care
facilities. At the same time that it is considering imposing these new cost on American businesses, we
are told that the Commission will not take the long overdue step of bringing rates closer to the true
economic cost of local access services.

I urge you not to adopt the foregoing proposals which would. in effect, impose a new tax on American
business, regardless of whether it is characterized as a "rate rebalancing" or "modification of rate
structure". With all due respect, we believe that the imposition of such taxes is the business of the people's
representatives, not appointed officials. Moreover. nationwide educational and health care initiatives
should be considered on a comprehensive basis by all interested authorities, not just as a
telecommunications matter by the FCC.

The time has come for the Commission to reform its rules goveming access charges, which are more
than 3 billion a year higher than they should be. All consumers, businesses as well as residential,
deserve protection from excessive monopoly prices. The Administration's social policy agenda should
be addressed in other ways and not get in the way of these reforms.

Sincerely,

utHa!i~. {t)/Jr
Vemell V. Fultz 7~
Telecommunications Administrator
The Salk Institute

Cc: Chairman Reed E. Hundt

Commissioner RacheJle B. Chong

Commissioner James H. Quello
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Air Products and Chemicals, Inc.
7201 Hamilton Boulevard
Allentown, PA 18195·1501
Telephone (610) 481·4911 28 April 1997

SUNSHINE PERIOD

Commissioner Susan Ness
Federal Communications Commission
1919 M St. NW Room 832
Washington, DC 20554

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262

Dear Commissioner Ness:
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We understand that the FCC is considering a proposal to increase the business line Subscriber Line
Charge and to impose a new charge, reportedly call a FERO, of at least $4.50 per line per month to
support extending new telecommunications capabilities to schools, libraries and rural health care
facilities. At the same time that it is considering imposing these new costs on American businesses, we
are told that the Commission will not take the long overdue step of bringing rates closer to the true
~conomic cost of local access services,

I urge you not to adopt the foregoing proposals which would, in effect, impose a new tax on American
businesses, regardless of whether it is characterized as a "rate re-balancing" or "modification of rate
structures". With all due respect, we believe that the imposition of such taxes is the business of the
peoples representatives, not appointed officials. Moreover, nationwide educational and health care
initiatives should be considered on a comprehensive basis by all interested authorities, not just as a
telecommunications matter by the FCC.

The time has come for the Commission to reform its rules governing access charges, which are more than
53 billion a year higher than they should be. All consumers, businesses as well as residential, deserve
protection from excessive monopoly prices. The Administration's social policy agenda should be
addressed in other ways and not get in the way of these reforms.

Sincerely,

Vir~W-~
Manager, Computing and Telecommunications
Infrastructure Services
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April 28, 1997

Commissioner James H. Quello
Federal Communications Commission
1919 M St. NW Room 802
Washington, DC 20554

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262

Dear Chairman;

We understand that the FCC is considering a proposal to increase the
business line Subscriber Line Charge and to impose a new charge,
reportedly called FERO, of at least $4.50 per line per month to support
extending new telecommunications capabilities to schools, libraries and
rural health care facilities. At the same time that it is considering imposing
these new costs on American businesses, we are told that the Commission
will not take the long overdue step of bringing rates closer to the true
economic cost of local access services.

I urge you not to adopt the foregoing proposals which would, in effect,
impose a new tax on American businesses, regardless of whether it is
characterized as a "rate balancing" or "modification of rate structures".
With all due respect, we believe that the imposition of such nationwide
educational and health care initiatives should be considered on a
comprehensive basis by all interested authorities, not just as a
telecommunications matter by the FCC.

The titTle has come for the Commission to reform its rules governing access
charges, which are more than $3 billion a year higher that they should be.
All consumers, businesses as well as residential, deserve protection from
excessive monopoly prices. The Administration's social policy agenda
should be addressed in other ways and not get in the way of these
reforms.

Si~8ire.I.y, .l./ ~
/'~;1- c 1::-~-(lT tf Ci'A-

Joyce Gordon
Communications Administrator

P.O. BOX <jOB..!, \\ 'J'iLYS, CALIFORNIA 91409

13704 SATICOY STREET. VAN NUYS . C\LiFOR'iL\ q ]-t()..!-(l518 • 1818) 374-4200 • FAX: 181 Bl 786-3703
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STANISLAUS COUNTY MIS

Stanislaus County
DEPARTMENT OF

MANAGEMENT INFORMATIONSIRVICES Administration Building
1100 H Streel, Rm. 1

.f---------------~~~:_--- Modesto, California 95354-2382_
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May 5,1997

MAY-05-1997 14:47

Commissioner James H. Quello
Federal Communications Commission
1919 M Street NW Room 814
Washington. DC 20554

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262
Dear Commissioner Quello:

We Wlderstand that the FCC is considering a proposal to increase the business line
Subscriber Line Charge and to impose a new charge, reportedly called a FERO, of at least $4.50
per line per month to support extending new telecommunications capabilities to schools, libraries
and rural health care facilities. At the same time that it is considering imposing these new costs
on American businesses, we are told that the Commission will not take the long overdue step of
bringing rates closer to·the true economic cost oflocal access services.

I urge you not to adopt the foregoing proposals which would. in effect. impose a new tax
on American businesses, reiardless of whether it is characterized as a ''rate rebalancing" or
"modification of rate structures". With all due respect, we believe that the imposition of such
taxes is the business of the people's representatives, not the appointed officials. Moreover,
nationwide educational and health care initiatives should be considered on a comprehensive basis
by all interested authorities, not just as a telecommunications matter by the FCC.

The time has come for the Commission to reform its rules governing access charges.
which are more than $3 billion a year higher than they should be. An conswners, businesses as
well as residential, deserve protection from excessive monopoly prices. The Administration's
social policy agenda should be address in other ways and not get in the way of these reforms.

Sincerely,

(2 ../.'.: /J 'l-r,::"'L,...--<-.~~ ~2- //J
/. '-v

Charles Wright, MIS Director



· ~. --......

SBC Communications Inc.
MAY 6 1t)O.. WASHINGTON, D.C.", #./

FAX COVER SHEET

DATE: May 5,1997 TIME: 4:50 PM
SUNSHINE PERIOD

TO: COMMISSIONER JAMES H. QUELLO

MR. JIM COLTHARP

FROM: Todd F. Silbergeld
sec Communications Inc.

PHON!: 202·32~88B

FAX: 202-408-4806

RE: Courtesy Copy of May 5, 1997 Ex Parte Letter

Total Number of pages including cover sheet 4

Message

URGENT FAXI PLEASE DELIVER IMMEDIATELY!
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~II~ May S. 1997

EX PARTE

Mr. WiIJiam F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

- - - .
Sulle 1100
WuhtnstoD, D.C. 20005
Phone 202 9G-8M8
Fu2O!l4~08

Re: In the Matters ofFederal-SIQte Joint Board on Universal Se",ice and
Access Charge Reform, CC DocketNos. 96-45 and 96-262

Dear Mr. Caton:

Please be advised that today the attached letter was delivered on behalfofSBC
Communications Inc. and its subsidiaries to Chainnan Reed E. Hundt and
Commissioners Quello, Ness and Chong.

Please associate this letter and the attachments with the above-referenced rule
making dockets. In accordance with Commission procedure, an original and one
copy of this document are provided for your use.

Very truly yours, ..

2:~~.;' ¥Zf!5-

cc: Chairman Reed E. Hundt
Commissioner James H. Quello
Commissioner Rachelle B. Chong
Corrurossioner Susan Ness
Mr. Boasberg
:Mr. Coltharp
Mr. Casserly
Mr. Gonzalez
Ms. Keeney
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Phone 202 326-8858
Fn 200 289-5699

(!!f'~ MayS. 1991

EX PARTE

The Honorable Reed E. Hundt, Chainnan
The Honorable James H. QueUo, Commissioner
The Honorable Susan Ness. Commissioner
The Honorable R.achelle B. Chong, Commissioner
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Re: 171 the Matters ofFederal-Slate Joint Boardon Universal Se7\1;ce and
Access Charge Reform, CC Docket Nos. 96-45 and96-262

Dear Mr. Chairman and Commissioners:

AT&T's May 3, 1997 letter to the Chairman regarding its commitment to flow
through access charge reductions is a continuation ofits strategy to maximize its
own benefits at the expense ofothers. In the past, AT&T threatened to
deaverage nationwide toll prices ifit didn't get the action it wanted from the
Commission. Now that the Telecommunications Act of1996 has taken that ploy
away. AT&T has chosen residential price increases u its new method of
<'twisting the Commission's arm" The problem is that things just don't add up.
Using the Commission to financially harm incumbent local exchange carriers not
only damages AT&T's competitors, but it also will damage the major providers
ofuniversal service. Both results are completely contrary to the goals of the
1996 Act.

The Commission is obligated to replace implicit universal service support with
explicit support. To accomplish this task requires quantifYins the current level of
universal service support that exists in interstate prices, removing it, and
providing explicit funding. This critical task remains to be completed. The
interstate access price reductions AT&T is attempting to extort from the
Commission will harm universal service because these reductions will cut the
implicit support that flows from interstate access charges to preserve and
advance universal service.

To suggest that the proposed flat charges cannot exceed the existing flat charges
AT&T pays for universal service funding is borderline disingenuous. l'he
existing flat charges are set at a level to recover approximately $1.2 billion for the
interstate universal service fund and weighted dial equipment minutes (DEM). In
~BC. BellSouth, and Pacific Telesis' interim access refonn proposaJ. the usage-
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Page 2

based access charges for carrier common line (CCL), 10ng-tenn support (LTS),
switch line port, and the unallocated share oftransport interconnection charge
(TIC) would be decreased by almost $6.2 billion and would be recovered with
the new flat charge. The flat charge in the interim proposal will obviously exceed
the existing flat charge, however, interexchange carriers will also receive $6.2
billion in reduced usage charges. Interstate long distance prices recover the
usage charges as wen as the current tIat charges. The access price restructure
proposed by SBe would be revenue-neutral to the intereKchange camers' long
distance prices.

The bottom line to AT&T's letter: the price reductions it proposes are revenue
neutral to its finn. but will financially harm its competitors and jeopardize
universal service. AT&T has failed to commit to the types ofprice reductions
that could be produced by a competitive long distance market. The Commission
must remain focused on its obligation to ensure the preservation and
advancement ofuniversal service and cannot be distracted by the saber·rattling
tactics ofone segment ofthe industry.

Very truly yOUTS.

Dale (Zeke) Robertson
Senior Vice President
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Stanislaus County
DEPARTMENT OF
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1100 H Street. Rm. 1______________________ Modesto. California 95354·2382 _

Phone (209) 525·6397
Fax (2091 525·5930
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Commissioner Susan Ness
Federal Communications Commission
1919 M Street NW Room 814
Washington, DC 20554

MAY 6 1997

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262
Dear Commissioner Ness:

We understand that the FCC is considering a proposal to increase the business line
Subscriber Line Charge and to impose a new charge, reportedly called a FERO, ofat least $4.50
per line per month to support extending new telecommunications capabilities to schools, libraries
and rural health care facilities. At the same time that it is considering imposing these new costs
on American businesses, we are told that the Commission will not take the long overdue step of
bringing rates closer to the true economic cost of local access services.

I urge you not to adopt the foregoing proposals which would, in effect, impose a new tax
on American businesses, regardless of whether it is characterized as a "rate rebalancing" or
"modification of rate structures". With all due respect, we believe that the imposition ofsuch
taxes is the business of the people's representatives. not the appointed officials. Moreover,
nationwide educational and health care initiatives should be considered on a comprehensive basis
by all interested authorities, not just as a telecommunications matter by the FCC.

The time has come for the Commission to reform its rules governing access charges.
which are more than $3 billion a year higher than they should be. All consumers, businesses as
well as residential, deserve protection from excessive monopoly prices. The Administration's
social policy agenda should be address in other ways and not get in the way ofthese reforms.

Sincerely,

'." .-
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Stanislaus county
DEPARTMENT OF

MANAGEMENT INFORMATION SERVICES Administration Building
1100 H Str88t. Rm. ,

__________________- __ Mcdesto. California 95354-2382_

Phone 1209) 5215-6397
Fax 1209) 5215-5930

MRY-05-1997 14:45

Commissioner Rachelle B. Chong
Federal Communications Commission
1919 M Street NW Room 814
Washington, DC 20554

SUNSHINE PERIOD RECEIVED

NAY 6 1997

Fed.... COmmunicltlons Commlstion
0IfIce of Secr1taIy

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262
Dear Commissioner Chong:

We understand that the FCC is considering a proposal to increase the business line
Subscriber Line Charge and to impose a new charge, reportedly called a FERO, ofat least $4.50
per line per month to support extending new telecommunications capabilities to schools, libraries
and rural health care facilities. At the same time that it is considering imposing these new costs
on American businesses, we are told that the Commission will not take the long overdue step of
bringing rates closer to the true economic cost of local access services.

I urge you not to adopt the foregoing proposals which would, in effect, impose a new tax
on American businesses, regardless of whether it is characterized as a "rate rebalancing" or
"modification of rate structures". With all due respect, we believe that the imposition of such
taxes is the business ofthe people's representatives, not the appointed officials. Moreover,
nationwide educational and health care initiatives should be considered on a comprehensive basis
by all interested authorities, not just as a telecommunications matter by the FCC.

The time has come for the Commission to reform its rules governing access charges,
which are more than $3 billion a year higher than they should be. All consumers, businesses as
well as residential, deserve protection from excessive monopoly prices. The Administration's
social policy agenda should be address in other ways and not get in the way ofthese reforms.

Sincerely,
-c../ /) l) '. I») 1

rt:. -('-~~-CY:? --<"_-'_.-"1-_ -rC.--f

Charles Wright, MIS Director 7
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Stanislaus County
STANISLAUS COUNTY MIS

DEPARTMENT OF

MANAGEMENT INFORMATION SERVICES Administration Building
, 100 H Street. Rm. ,J--------------------- Modllto. California 95354·2382 
Phone (2091 525-6397
Fax (209) 525·5930

~Y-B5-1997 14:43

May 5, 1997 SUNSHINE PERIOD

Commissioner Rachelle B. Chong
Federal Communications Commission
1919 M StreetNW Room 814
Washington, DC 20554

RECEIVED

MAY 6 1997

Fedlfll Commualc:dona Commlllion
0lfIce IfSecreIuy

Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262
Dear Commissioner Chong:

We Wlderstand that the FCC is considering a proposal to increase the business line
Subscriber Line Chqe and to impose a new charge, reportedly called a FERO, ofat least $4.50
per line per month to support extending new telecommunications capabilities to schools, libraries
and rural health care facilities. At the same time that it is considering imposing these new costs
on American businesses, we are told that the Commission will not take the long overdue step of
bringing rates closer to the true economic cost of local access services.

I urge you not to adopt the foregoing proposals which would, in effect, impose a new tax
on American businesses, regardless ofwhether it is characterized as a "rate rebalancing" or
"modification ofrate structures". With all due respect, we believe that the imposition ofsuch
taxes is the business ofthe people's representatives, not the appointed officials. Moreover.
nationwide educational and health care initiatives should be considered on a comprehensive basis
by all interested authorities, not just as a telecommunications matter by the FCC.

The time has come for the Commission to refonn its rules governing access charges.
which are more than $3 billion a year higher than they should be. All consumers, businesses as
well as residential, deserve protection from excessive monopoly prices. The Administration's
social policy agenda should be address in other ways and not get in the way of these reforms.

Sincerely, -,I" •

/) /: /} ) . .'ic: I~,'.~ " /"-';l'-"-~~........--c.~ c~ _....1-- .K..I
Charles Wright, MIS Director ?



April 28, 1997

Commissioner Susan Ness
Federal Communications Commission
1919 M St. NW Room 832
Washington, DC 20554
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Re: Ex parte contact in CC Docket Nos. 96-45 and 96-262

Dear Commissioner Ness:

'. '"

1997

I am writing on behalf ofmy company, HDR, Inc., to gain your support not to 'increase
business line subscriber line charges and impose FERO. As I understand the proposal. it
will add about $4.50 per line per month, representing an annual cost increase to HDR of
more than $50,000. These increases purportedly are to accommodate extending new
telecommunications capabilities to schools, libraries and rural health facilities. Although
these are worthy goals, they have little to do with the actual cost of these services. At the
same time the FCC is considering imposing these new costs on our business, I am being
told that the Commission will not take the long overdue step of bringing rates closer to
the true economic cost of local access services.

I urge you not to adopt the foregoing proposals. Whether they are characterized as "rate
rebalancing" or "modification of rate structures", they are in fact a new tax on American
businesses. With all due respect, I believe the imposition of such taxes is the business of
the people's representatives, not appointed officials. Moreover, nationwide educational
and healthcare initiatives should be considered on a comprehensive basis by all interested
authorities, as they are not just a matter for the FCC.

I also urge the Commission to reform its rules governing access charges. All consumers,
businesses as well as residential consumers, deserve protection from excessive monopoly
pricing. This issue has been talked about for too long and is costing the consumer about
$3 billion more than it should. The Administration's social policy agenda should be
addressed in other ways and not get in the way of these reforms.

Sincerely,

I
R'INC.~

& f.-.c _'7"":: ...
elo Prive era

Vice President
Information Services & Technologies

-,!, ....~.
,. ~

HDR,lnc.

Employee-owned

8404 Indian Hills Drive
Omaha. Nebraska
68114-4049

Telephone
402 399-1000

Architecture
Engineering
Project Development
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Commissioner James H. QueUo
Federal Communications Commission
1919 M St. NWRoom 802
Washington DC 20554

Dear CommiS$iOn~TQuello,

In Reference to: Ex Parte contact in CC Docket Nos. 96-45 and 96-262.

It has come to our attention that the FCC is considering a proposal to increase the business line Subscriber
Line Charge and to impose a ntw charge, reportedly called a PERO, ofat least $4.50 per line per month
to support extending new telecommunications capabilities to schools, libraries and rural health care
facilities. Concurrently. while the FCC is considering imposing these new costs on American businesses
and adjusted costs to residential telephone users, we understand the Commission will not take the long
overdue step of bringing rates closer to the tnIe economic cost oflocal access services.

We urge you not to adopt the foregoing proposals which would, in effect, impose a new tax on American
businesses. regardless of whether it is characterized as a "rate rebalancing" or "modification of rate
structures." With all due respect, we believe that the imposition of such taXes is the business of the
people's representatives, not appointed officials. In addition. nationwide educational and health care
initiatives should be considered on a comprehensive basis by all interested authorities, not just the
telecommunications matter by the FCC.

It is time for the Commission to reform its rules governing access charges, which amount to more than $3
billion a year higher than they should be. All consumers, businesses as well as residential, deserve
protection from excessive monopoly prices. The Administration's social policy agenda should be
addressed in other ways and not get in the way of these reforms.

Sincerely,

~6~
Director Telecommunications

21601 76th Avenue ~t
Edmonds, WA 98026
(206) 6404000

....., ..~
u.: .

,-I' :
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MCI Communications
Corporation

1801 Penmy:/ania Avenue, NW
Washlngtor DC 20006
202887 2375

Kimberly M. Kirby
Senior Manager
FCC Affairs

May 5. 1997

Mr. William F. Caton. Acting Secretary
Federal Communications Commission
1919 M Street, NW Room 222
Washington. DC ~0554

SUNSHINE PERIOD
RECEIVED
NAY 6 1997

Re: Ex Parte Presentation in CC Docket No. 96-262 and CC Docket No. 96-45

Dear Mr. Caton:

Please file the attached document, transmitted via e-mail (dectronic mail) from Mary Bro~n to
Dan Gonzalez on May 4, 1997, as part of the record in this proceeding. This infonnation was
requested by the Office of Commissioner Chong and will therefore not count against MCI' s page
limit in this proceeding.

Two copies of this Notice are being submitted to the Secretary of the FCC in accordance with
Section 1.1~06(a)(1) of the Commission's rules the next business day.

~em.~
Kimberly M. Kirby

Attachment

cc: Regina Keeney
Tom Boasberg
John \:akahata
Jim Coltharp
Jim Casserly
Dan Gonzalez
Kathy Franco
Larrv Atbs



Draft MCl Maii.
Subject: MCl Ex Parte -- Access C~arges/Chong

dan gonza~ezIEMS: Interne~MEZ: dgonzalez@i~c.gov

James:::asserlyIEMS: :;:nter"et ~BX: ~':::assP,~\·@fcc.Jov

regina Keene~ EMS: Internet ~3X: rKCS icc.gov
~ames -oltharpIEMS: Internet ~BX' Jcolthar~0fccgov

tom ooasberg EMS: Internet tt~asberg@fc:::.gov

John naKaha~aIEMS: Internet =naka~ata@f:::cJov

larr:; "t':'as,EMS: Internet MB/: ':"at:"as~:-:'.JOV

~~bject: MCl Ex Parte -- A~cess :narges/Chona

Ian Gonza':'e:::
:"egal Advisor
~:fice of .:=orJ:Lssicner Chong
?ederal Communications =CTh~iss~cn

:"919 tv: St. ']\'J
iiashin;;ton, D. C. 20::, 5 ~

~e: EX PARTE 1n CC Docket Nc. 96-262 and CC Docket Nc. 34-1

lear Dan:

~~rsuant to your request, MCl is reiterat~ng its Vlews on the
policy reasons supporting a downward adJustment
in price cap lndex ~eve~s, as we':'':' as the legal authority
for mak1ng such an ac=~st~ent.

~CI has been assiduousi.y work~ng for the ~ast two years to
=onv~nce t~e :~~~:ssiou ~~at ~~s ~99S :~~erl~ prlce ca~ ~e~l5~8~

::~'=,a',l~-=ec: ra:-:es tr.lat were too high re:'at=-":IC:- - - :.::"e.:-:ds in ::'nc'..l::-,,;:e:-.
_~ca_ exchancE -ar~~~~ ,I:"EC prcductiv~ty, as we~i as ~,,~_~n:

~,= ~c':Je :3.==e55 =~.a::-ges ~,=-~.tJ3=-; . ~-'.::-ls ~l-'>3+- WO-~":~'=: be ref~ec::ec

::"':--. :1 =:c,mpet=-"'=-=-_--~ :-'"'"3~:>~ __ . ~:-.::; ;:==.s.sage ,~= -::--;2 ':'elecornl"'"n'''':'::-.=--:2":::==-:S
~7 - ~'~ =::3'-.:.seci 't:-:E 'c~':rr...."":l.i_~~~-:-" ~':::; 5?- 35~"-:e- ~ts acti~~Te

~~~slder3~~Ou ~: ~~~2 ~o~;-p~:~~_~~ docKe~, ana ~c s~~ec~~2

_~3 pri~e ~ap rev~ew ~c :=~~,=~j~ with i~s ~ay :90- review
:f access and ~n~versal servi:~ ~eform. Th~s jecls~on, while
a matter of Comm~ssion discretio~ by law, has caused ':'o~g

iistance carriers to overpay access charges by potentia::y
_~~ __ cns of dollars. The :org jlstance industry, a~a .:.C~~

:istance ratepayers, sho~i.~ net be disadv3nta;~j by
~:=::TJ:'_.:-.ss_~J;; I S aec::...sior j~:::::~ actior: on the pr'::"":=:-2 _=a..p
:: ~ \r :. e VoJ :=:~; - _~~~::~ .

:~any ~a~~~es =-~ che acces~ r~~2~~ ~rQceed=-:!g -- consume~

;~O".i;:'.3, buslness "..:.se:.'::"":, ~:·.e =.::;;:~.:- __,rr.el~-:: of : -l.ce, -:.he :·,:c.:'lC-=--~o~

-=-elecommunica::i ~;-'.s cLa :::~.~.:r:CLaLi::;~. Administ:-atio:,., and ~t:--Ler

_-'~g dis~a~ce ccrpanies -- a;~ee ~na: ~cj~~,l~ ~,:ce55 ~~-~s

far excee~ ~nc levei. t~a- woule 2~ :ouna ~: ::-_2 compet~t~::;n

~x~sted i~ t~e lecal exc~ange an~ exchange access xarket.
As you know, Me: ~as advocatea t~at pr1ce cap l:ECs be S~G=~:t

t2 a pr~ce cap product~v~ty offs~::i percent, and a coal~tion

:f consumers, ::::.;S~:iess users, an::. long dlstance cerrx;an~es

..... :i\~-=:: :-e,-:":)~Y~e:1ded .::1::-: - ::s..:=~ J_ 9 ::~~ce:1~

Ge'::'::"2',,:~.s ~:-la~, ::3..5 ;6.:-- 3:::::eS5 .:~:-=-:.;::-:r~, ~he CJT:"JTl':'5::=-~=~"

Sfl0uld r':"'Lai.':"ZE: _-~".:: :-~"-}=--e~T 0: -:;-.'2 :::::~=-~=e ':::>3.E= p::::-=:"J.tl=- __ -;~::.t~","

~~3e- 5~jbsta~~~a::~' :~creasi~~ the :~~8~. we fur~ter

-J'cnr ~ 5 S ~=:'.

to tne price cap
5~OU_2 ~2<e 6 one-: -~. C:.'::""C5~sc:=--:e

l:idices to re:lect tnat tne ~nLe=lm



prl:::e>l~' ~)r' -:::'tivity offsets were too Ie'" Slnc=: 199=' .

.n...s part of Ollr examinatir', r,f this ls~ue, Me: ~.c.: alsSl been
asked to disc~ss the legal duthority for requIr:r} a one-tlme,
prospective d:::~nward adjustment In the prIce ca; Indexes to
reflect the dl~ferential between the interlm pr~=lctivlty

factors and a ~arger price cap productivity fact~r t~6t

the Commissic~ ~ight adc~~ as part of aCCESS ~e::~m.

The Commissicr.' 5 I:'.terim Price Cap Order -"as ·..:;:~_=:::'d ty the D. C.
Circuit against a plethora o~ legal challenges. 3e11 htlantic
Telephone Cor:rcs.nies v. FCC, 79 F.3Cl 119:::, ~,~ . 1996'. In
;~a':",=l,~~...:~ar, -::=~_7 appe~late court. re~ected a~~a\=k::: In ':::-.e ~-:-:=I:':1rlL:ss::..on~5

productlVl~Y ~~---- ~--

bas -=.. 5 .... L_ __ _ '- "=- - -_ 2 :-:- ;' :- ., :-:~ =- "= ~ "v" 1 t '.1 j 2 ~.3 ,'.;' erE: "J e "," -:-? _ = :::. -=.:=1 • ~ '--'- • a. t _ .:- '_' -~. :: -= :-. C:

of the pet:ltl.:::-:ers ary-uec: that tne:::ommlssl::-. l::: -:.e,c: ~er:a::' authority
j~de~ ~~e '~8~~~~ica~lons Act to ~ake th~s ~ppro~:~, ~~d ~he~' sn(J_~_'~

~c: be ~ea~~ ~:A =Jmp~al~ that :~IT~~52: ~rCL~5es ~o do
~xactly what sa~d It "e~lQ de.

A decislon i~ :997 to adjust access rates _~__ .__ two years
In which the ~roductivl~Y factor has been -0~ lS ~st 5
t'E'oI1..:nO, out a ::::1e-time downwaro ao] 1..:St:c,er,c _.. _ price cap
to ensure that the prlcE ca~ ILECs are facing P-= correct
5e~ :~ pr~~e :~centives prospectlvely. Th~5:5 -.: d~~ferent

thar: tne Comm~ssior_'S :. j~:; declsic:JD to make a or.e-Cl:r,e
9rGSpecolve price cap lndex adjustment 20---'-- ~or

its 1995 find~ng that tre ~rGdUCclvlty factor se_e:-~_

in the inioia~ price cap dec1sion in 1990 was erroneously low.

654-6=~.. ~-'q 3t=':C-~:J'ving ~ ""~Js ~:::'-

r-efunc me',:=:-a.:-__ :::T, ~:~'~7.;V: -r:=~"1standinc 3CSerlCe

that prlce ~a::: =~~CS face ohe correct: incent1ves for proQUctivIOY

It ~s ~ot sur~~ising that ~c p~ise cap ILEC cha~~~~g~j the Commiss~oG'S

auo"',-,: _oy prescr-ibe an interim prod:..::::': _--I t·,:, :=.:::ter subject to a
later upward or downwara a~=ustmeno because 1ts authority to do so IS
se-=tled. Sec~-=-=:-'. ~ ,;i-) :=onfers aut:-~=~~~j' f~~~ ~:--.2 ~~rnIT._'::5:'-;)n to orde~

refunds if lnterim rates c-crn out to be toe r~gr. or righer rates
interim rates turn cut t: ce toe ~=~;. ~~rgi~ =s~~~ds 7el. Corp. v.
?2C, 989 :.2::: ~.2:?1, :.233-3< :D.C. __ ~ ..._. 1993" -.='01=-~ ~2-#.. & Tel. __ ~.

65c. ::-.2d 1092, '..E~- :; ~6 (D.C. -r ~98l (Sect10r. 4 1i
':';=-·v'es :::)I:'J;,=-s~.:.. ::-.:-: author.:.~y to esta.c~.:.sh int.er:..rr~ :::-:-3:",_::-e:r,ent nsu:OJe'=~

tc ~3~er adj~s~~e~~"~ (ci:~~~ Jn~ted S~a~es ~. S:uthwes:er~ Catle
~92 ~.2 - ~?63 3~d Trans Alaska Plpe~:~~ ~~~~ ~S2S, 4~0 .~-

a=c~G""':""=-s ~ =-=-::-. =. 2:::: l s.::.... :::-. -..:
3 0C=-~g-~2~~~~: ~~~=-~.

a~ ~~~~~y O:-~2: OJ ~e~~l~~ _ ~~~~:~~ :: ~ake refunes
1f ::. ts rates -..:-,,;re s-..:.cse'-=1_:'c"rLtly determined t:: ::::e t:;o :._ ;:~, bu~ to deny
C~-";7 ~dd~-ior.al compensa~l~r its ~ates were ~s.ter determlne~ t
be t.GO leT"";. ~_:::-;.:;-,~ _.s .... :J.y"~~ Tel. C01::'p. v. t=~', ~- ... :.L~ ~23l, 1233
ILr'. ,~i~. 1993); AT&T "1;,;'. t'C:, 8.3c ?2:=i ~QC 1:J69:2.C. Cir. 1.=1:38
Eere, nc suc~ ~~te~~:~l '~nfairness e:<is~s ce=~~52 :~~ =~~e~im Price
Cap jr::-.:er =:G~~::: :='~=- ~e::at=, =~E:s a:-'! =:::~:c'r+::'~~i+--~J- t·: tJbta_~l add~~~.:.."

~e~e~~~~ ~ ;~:2r je~~~ =~deE=( many of :~~ ;:::e :3; :LECs selected
tne ~~;~es~ c~oduct~vlty factor aDCl hac the opportun1ty to ~ar~

3~C ~etai~ ea~~~~gs -~ wtatever ~evel ach~E~ed. ~ven :hose
prlce =ac =~~~3 ~~a~ d:c ~ot selec: = ~s a prc~uct17l~Y

fact~r had an apportuDlty to earn and retalD ea~r_ngs several
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percentage points higher than ~:~e ~rescribed 11.25 percent
cost of capital that is the be~cjmark for prIce cap sharing
mechanisms. This kInd of twO-",<,-y ~rue-IJp IS an "ObVIOUS '?xample"
of a scheme consistent WIt~ s:~~card ratemakIng
principles. '/~LJln lslands Tel" :::crp. v. fCC, Cl89 f.2d:2 1234

G.:::. elL 1993) (Internal cit3::-':;;;s 0ITIlt:ed)

~~= :5 hopeful tnat as part o~ :~e access retarms that the
=J~~isslon wll: adopt, be~innl:~~ wIth its in:~ial deC1Slon
~:. May =,199-:, the c·jrrer.tJ:'.' .. s':.lfiec, aoc';e-e,c5t level 0:
:~terstate aC28SS chbrges wil: ~e recognized. ana cor~eL=tlve

steps taken to avoid what will :tn'?rwise De an Impedlment
~c local a~d 48~g d~s~ance ccr;e:_~:cn" ;5 -te NTIA ex
;a.::-te e,f Apri: 2.4, _jj J _:::"':a:>~_-: :: de.::lSlOL ::8 increase ~r.e prlce
cap prQd~2~~~;:~i £ac~~r; and ~: I~~e a one-~l~e, prcspec~lve

3QJustmen~ to the price ~a; l~~~X ~o reflect that
the productlV:tj offset has cee~ too small for ~wo years,
',.;ould make an initial "dm..r. :c::.~~,e;::" agains: overcharges
:nat long distance ratepayers

Since~ely,

i1ary L. Brown

00' Tom BoasDe~g

John Nakanata
James Coltharp
James Casserly
Regina Keeney
Larry At~as
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SBC Conununications Inc.
WASHINGTON, D.C.

FAX COVER SHEET

DATE: May 5,1997 TIME: 4:50PM

TO: COMMISSIONER RACHELLE 8. CHONG

MR. DAN GONZALEZ

FROM: Todd F. Silbergeld
SSC Communications Inc.

PHONE: 202-326-8888
FAX: 202-408-4806

100 'd

RE: Courtesy Copy of May 5, 1997 Ex Parte Letter

Total Number of pages including cover sheet: 4

Message

URGENT FAX! PLEASE DELIVER IMMEDIATELV!
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SUNSHINE PERIOD RECE,,/t=O
NAY 6 1997

Todd F. Sllbergeld
Director-
Federal Regulatory

(.!!f''''ii'J May S, 1997

EX PARTE

Mr. William F. Caton
Acting Secretary
Federal CommWJications Commission
1919 M Street, N.W.
Washington., D.C. 20554

SBe Communications Inc.
li011 Slreet, N.W.
Sulle 1100
WUhlnglon. D.C. 20005
Phone 202 326-8888
Fax 202 408-4806

federal Communlcltlonl Commllllon
0Iftce ofSecrIIlUy

Re: In the Matters ofFedeTal-8tate Joint Board on Universal Service and
Access Charge Reform, CC Docket Nos. 96-45 and 96-262

Dear Mr. Caton:

Please be advised that today the attached letter was delivered on behalfof SBC
Conununications Inc. and its subsidiaries to Chainnan Reed E. Hundt and
Commissioners QueUo, Ness and Chong.

Please associate this letter and the attachments with the above-referenced rule
making dockets. In accordance with Conunission procedure, an original and one
copy ofthis document are provided for your use.

Very truly yours.,

;.,.,1( 1.g-z~
Attachment

cc: Chairman Reed E. Hundt
Commissioner James H. QueUo
Commissioner Rachel1e B. Chong
Commissioner Susan Ness
Mr. Boasberg
Mr_ Coltharp
Mr. Casserly
Mr. Gonzalez
Ms. Keeney

ZOO 'd 61£~ 68L ZOZ:131 ddO}llN13W 81: 91 (NOW) L6 ,~O- 'AVW



Dale (Zeke) Robertson
Senior Vice Pre!ide1l1

~.tfi) May S, 1997

EX PARTE

The Honorable Reed E. Hundt, Chainnan
The Honorable James H. Quello. Commissioner
The Honorable Susan Ness, Commissioner
The Honorable Rachelle B. Chong, Commissioner
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C_ 20554

sse Telecommunications, Inc.
)4011 Streel, N.W.
Suite 1100
Washington, D.C. 20005
Phone 202 326-8836
Fax ll02 !!89·3699

Re: In the Matters ofFederal-State Joint Board 011 Universal Service and.
Access Charge Reform, CC Docket Nos. 96-45 and 96-262

Dear Mr. Chairman and Commissioners:

AT&T's May 3, 1997 letter to the Chainnan regarding its commitment to flow
through access charge reductions is a continuation ofits strategy to maximize its
own benefits at the expense ofothers. In the past, AT&T threatened to
deaverage nationwide toll prices ifit didn't get the action it wanted from the
Commission. Now that the Telecommunications Act of 1996 has taken that ploy
away. AT&T has chosen residential price increases as its new method of
·"twisting the Commission's arm." The problem is that things just don't add up_
Using the Commission to financially harm incumbent local exchange earners not
only damages AT&rs competitors. but it also will damage the major providers
ofumversal seIVice. Both results are completely contrary to the goals ofthe
1996 Act.

The Commission is obligated to replace implicit universal service support with
explicit support. To accomplish this task requires quantifying the current level of
universal service support that exists in interstate prices. removing it. and
providing explicit funding. This critical task remains to be completed. The
interstate access price reductions AT&T is attempting to extort from the
Commission will harm universal service because these reductions will cut the
implicit support that flows from interstate access charges to preserve and
advance universal service.

To suggest that the proposed flat charges cannot exceed the existing flat charges
AT&T pays for universal service funding is borderline disingenuous. The
existing flat charges are set at a level to recover approximately S1.2 billion for the
interstate universal service fund and weighted dial equipment minutes (DEM). In
SBC, BellSouth, and Pacific Telesis' interim access refonn proposal, the usage-
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May 5,1997
Page 2

based access charges for carner common line (CCL). long-term support (LTS),
switch line port. and the unallocated share of transport interconnection charge
(TIC) would be decreased by almost 56.2 billion and would be recovered with
the new flat charge. The flat charge in the interim proposal will obviously exceed
the existing flat charge, however. interexchange carriers will also receive $6.2
billion in reduced usage charges. Interstate long distance prices recover the
usage charges as well as the current fJat charges. The access price restructure
proposed by SBC would be revenue-neutral to the interexchange carriers' long
distance prices.

The bottom line to AT&T's letter: the price reductions it proposes are revenue
neutral to its firm. but will financially harm its competitors and jeopardize
universal service. AT&T has failed to commit to the types ofprice reductions
that could be produced by a competitive long distance market. The Commission
must remajn focused on its obligation to ensure the preservation and
advancement ofuniversal service and cannot be distracted by the saber-rattling
tactics ofone segment ofthe industry.

Very truly yours,

Dale (Zeke) Robenson
Senior Vice President
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(..!!f'''ii'J May 5, 1997

Todd F. Sllbergeld
Director-
Fedel'lll Re,ulalcly

SUNSHINE PERIOD

SBC Communications Ine.
110011 Street. N.W.
Suite 1100
Washinston. D.C. ~OO05
Phone 20'2 3!Hl-8888
Fax 202 Ml8-430fI

RECE'IVED

MAY 6 1997
EX PARTE

Me. William F. Caton
Acting Secretary
Federal Conununications Commission
1919 M Street. N.W.
Washington. D.C. 20554

Federal Commualcltlou ComlDilllon
0IficI of SecrIIIIy

Re: In the Matters ofFetkral-SIQle Joint Board on Universal Service and
Access Charge Reform, CCDocket Nos. 96-45 and 96-262

Dear Mr. Caton:

Please be advised that today the attached letter was delivered on behalfof SBC
Commwrications Inc. and its subsidiaries to Chairman Reed E. Hundt and
Commissioners Que1lo. Ness and Chong.

Please associate this letter and the attachments with the above-referenced rule
making dockets. In accordance with Commission procedure. an original and one
copy of this document are provided for your use.

Very truly yours, ..

~2·~~

cc: Chairman Reed E. Hundt
Commissioner James H. Quello
Commissioner Rachelle B. Chong
Commissioner Susan Ness
Mr. Boasberg
Mr. Co!thaq>
Mr, Casserly
Mr. Gonzalez
Ms. Keeney



Dille (Zeke) Robert,on
Senior Vice President

(.!!fI~ May 5, 1991

EX PARTE

The Honorable Reed E. Hundt, Chainnan
The Honorable James H. QueUo. Commissioner
The Honorable Susan Ness, Commissioner
The Honorable RacheUe B. Chong. Commissioner
Federal Communications Commission
1919M Street, N.W.
Washington., D.C. 20554

SBC Telecommunlc"tiuns, Inc.
1401 I Street, N.W
SUile 1100
Wa.shington, D.C. 20005
Phone 202 326-8836
Fax 200 289-3699

Re: In the Matters ofFederal-State Joint Board on Universal Service and
Access Charge Reform. CC Docket Nos. 96-45 and 96-262

Dear Mr. Chairman and Commissioners:

AT&T's May 3, 19971etter to the Chainnan regarding its commitment to flow
through access charge reductions is a continuation ofits strategy to maximize its
own benefits at the expense ofothers. In the past. AT&T threatened to
deaverage nationwide toll prices ifit didn't get the action it wanted from the
Commission. Now that the Telecommunications Act of 1996 bas taken that ploy
away, AT&T has chosen residential price increases as its new method of
«twisting the Commission's arm." The problem is that things just don't add up.
Using the Conunission to financially harm incumbent local exchange carriers not
only damages AT&T's competitors, but it also win damage the major providers
ofuniversal service. Both Tesults are completely contrary to the goals of the
1996 Act.

The Commission is obligated to replace implicit universal service support with
explicit support. To accomplish this task requires quantifYing the current level of
universal service support that exists in interstate prices, removing it, and
providing explicit funding. This critical task remains to be completed. The
interstate access price reductions AT&T is attempting to extort from the
Commission will hann universal service because these reductions will cut the
implicit suppon that flows from interstate access charges to preserve and
advance universal service.

To suggest that the proposed flat charges cannot exceed the existing flat charges
AT&T pays for universal service funding is borderline disingenuous. The
existing flat charges are set at a level to recover approximately $1.2 biJJion for the
interstate universal service fund and weighted dial equipment minutes (DEM). In
SBC, BellSouth, and Pacific Telesis' interim access refonn proposal, the usage-
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May 5.1997
Page 2

based access charges for carrier common line (CCL),long-tenn support (LTS).
switch line port, and the unallocated share oftransport interconnection charge
(TIC) would be decreased by almost $6.2 billion and would be recovered with
the new flat charge. The flat charge in the interim proposal will obviously exceed
the existing flat charge, however. interexchange carriers will also receive $62
billion in reduced usage charges. Interstate long distance prices recover the
usage charges as well as the current flat charges. The access price restructure
proposed by SBC would be revenue-neutral to the interexchange caniers' long
distance prices.

The bottom line to AT&T's letter: the price reductions it proposes are revenue
neutral to its firm. but will financially harm its competitors and jeopardize
universal service. AT&T has failed to commit to the types ofprice reductions
that could be produced by a competitive long distance market. The Commission
must remain focused on its obligation to ensure the preservation and
advancement ofuniversal service and cannot be distracted by the saber-rattling
tactics of one segment of the industry_

Very truly yours,

Dale (Zeke) Robertson
Senior Vice President
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